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Company Limited and Malbaie Paper Company Ltd. and therefore 
are not comparable to 1969 figures which are submitted above for 
your information. 


HIGHLIGHTS 
Newsprint production — Tons 
Newsprint shipments — Tons 


Revenue from sales and news- 
print machine rental, less cost 
of sales, selling and adminis- 
trative expenses 


Net earnings before minority 
shareholders’ interest 


Minority shareholders’ interest 
in earnings of subsidiaries 


Net earnings 


Net earnings per common 
share (after preferred divi- 
dends) 


Dividend rate per common 
share 


1970ie 1969 
221012 161,403 
220,549 160,839 


5,113,341* 2,658,124 


1,884,641* 1,473,246 


506,276 * — 
1,378,365* 1,473,246 
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REPORT TO 
THE 
SHAREHOLDERS 


Your Directors submit the annual report for the year ended 
December 31, 1970 together, with the related financial 
statements of the Company. For the first time the results 
of Charlevoix Paper Company Limited and Malbaie Paper 
Company Ltd are consolidated. Your Company has a 
55.4% and a65% interest respectively in the above subsidiaries. 


SHIPMENTS — OPERATIONS 


Throughout the year, the mill continued to operate on a 
seven days per week basis. Some minor curtailment of 
production was experienced due to a lack of newsprint 
orders as a result of strikes and labour problems at customers’ 
plants and a recession in the economy of the United States 
of America. 


Total newsprint production of your Company and its 
subsidiaries amounted to 221,512 tons. Combined shipments 
for all three Companies amounted to 220,549 tons. Malbaie 
Paper Company Ltd. incorporated in 1969, acquired and 
operated as from January 1, 1970 one of the paper machines 
previously owned and operated by your Company. 


An increase in manufacturing costs resulted largely from 
the higher price of purchased chemical pulp, wood, and 
supplies, and higher labour costs. The effect of these 
substantial increases was offset to a degree by a reduction 
in fixed charges per unit of production due to the increased 
output of the mill. 


Due to increased requirements, pulpwood shipments of 
importance were made for the first time from the Company's 


limit holdings on the South Shore of the St. Lawrence in 
the counties of Kamouraska and L'Islet. 


EARNINGS 


Consolidated net earnings for 1970 at $1,378,365 or 
$0.56 per common share after payment of dividends on 
preferred shares, are somewhat lower than the earnings 
of $1,473,246 or $0.61 per common share reported for 
uel Siem 


The detailed figures for 1970 appearing on the statement 
of earnings are not on a comparable basis with those of 
1969 because this is the first time that the two new subsidiary 
Companies have been consolidated. 


The floating of the rate of exchange of the Canadian dollar 
reduced net after tax earnings by approximately $0.22 
per share. 


Gain on foreign exchange amounted to $980,465 on 
shipments of 220,549 tons as compared to $1,022,569 in 
1969 when shipments by your Company and its wholly 
owned subsidiary were only 128,002 tons. Increased delivery 
charges and manufacturing costs also contributed to 
reduced earnings. Interest on long term debt and depre- 
ciation have increased substantially over 1969 due to the 
consolidation of the accounts of Charlevoix Paper Company 
Limited. 


Revenue on investments decreased from $805,504 in 
1969 to $636,100 in 1970 largely due to using funds for 
the construction of the sulphite mill which is being financed 
internally. 


CONSOLIDATED WORKING CAPITAL 


The increase of $3,084,039 in the consolidated working 
capital is mostly due to the instalments of $2,624,194 
received on a grant under the Area Development Incentives 
Actand to $347,200 received for capital stock and debentures 
of a subsidiary purchased by minority interests. 


CAPITAL EXPENDITURES 


170 1969 
Woods 9 3817496 $107,040 
Mill 1,001,534 331,053 
$1,339,330 $438,093 


Additional log skidders, trucks, tractors, and other mobile 
equipment accounted for the major part of the Woodlands 
capital expenditures. New logging roads were also cons- 
tructed. 


The installation of a pulp grinder having a daily capacity 
of 60 tons of groundwood was completed in August at 
a cost of $576,000. 


Paper machine improvements included a new press, a new 
crown controlled calender roll, a new couch roll, and other 
miscellaneous equipment. 


Approximately $130,000 were expended on the _ initial 
phase of a wood room rehabilitation program. 


CONSTRUCTION IN PROGRESS 
A) Woodroom Construction 


A new road and bridge across the Malbaie river and a 
fourth barking drum will permit the delivery of wood by truck 
directly into the mill yard on a year round basis. It will be 
possible to reduce the present pulpwood inventory when 
these improvements are completed. 


An important part of this improvement is the recovery 
of bark fines in order to reduce the amount of suspended 
solids discharged from the mill. 


B) Sulphite Mill Construction 


The sulphite mill construction was started in January 1970 
and completion was delayed due to late delivery of equip- 
ment. Some chemical pulp has already been produced 
and this mill should be in full production before the end 
of the first quarter of 1971. The cost of construction is not 
likely to exceed the budget estimate of $6,000,000. The 
production from this new mill will replace chemical pulp 
which is presently purchased from outside sources. 


LABOUR RELATION 


A new labour agreement was signed with the union repre- 
senting the forest workers, which granted major increases 
in wages over a 40 month period. 


COMPANY OUTLOOK 4 


Last year’s prediction of a 3% increase in United States 
newsprint consumption in 1970 did not materialize; 
instead there was a reduction of 2% in usage. This coupled 
with newly added capacity resulted in an 85% operating 
rate for the Canadian Industry as compared to 87% in 1969. 


It is expected that the 1971 consumption in the United 
States will be about the same as in 1970 and that the operat- 
ing rate for the Canadian Industry will decrease because of 
new plant capacity in North America. The beneficial effect 
of proposed increases in the selling price of newsprint will be 
offset by increasing costs of raw material, wages and delivery 
charges. 


The timing of the anticipated upturn in the economy, 
the strength of the Canadian dollar and other complex 
factors make it difficult to predict your Company's per- 
formance in 1971. 
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ON BEHALF OF THE BOARD 


A. Emile Beauvais 
Chairman of the Board 


Edward P. Walsh 
President and General Manager 


QUEBEC, March 15, 1971. 


AUDITORS’ REPORT 


We have examined the consolidated balance sheet of The 
Donohue Company Limited and of its subsidiary companies 
as at December 31, 1970 and the consolidated statements 
of earnings and source and application of funds for the year 
then ended. We have obtained all the information and expla- 
nations we have required. Our examination included a general 
review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary 
in the circumstances. 


In our opinion, according to the best of our information and 
the explanations given to us and as shown by the books of 
the company and its subsidiaries, these consolidated financial 
statements are drawn up so as to exhibit a true and correct 


view of the state of the affairs of the company and its subsidiaries 
as at December 31, 1970, the results of their operations and the 
source and application of their funds for the year then ended in 
accordance with generally accepted accounting principles 
applied on a basis consistent with that of the proceding year. 


Samson, Bélair, Lacroix et Associés 
Chartered Accountants. 


QUEBEC, March 5, 1971. 


THE DONOHUE COMPANY LIMITED 
and its subsidiary Companies 


CONSOLIDATED EARNINGS 


year ended December 31, 1970 


EARNINGS FOR THE YEAR 


Revenue from sales and newsprint machine 
rental, less cost of sales, selling and 
administrative expenses — Note 8 

Gain on foreign exchange 


Investment income 
Interest on long term debt 


Depreciation 


Earnings before income taxes 
and minority shareholders’ interest 


Income taxes — payable 
deferred — Note 4 


Minority shareholders’ interest 
in earnings of subsidiaries 


Net earnings 
Per share (after dividends on preferred shares) 


RETAINED EARNINGS 


Balance at beginning 
Net earnings 


Dividends on — preferred shares 
Bae common shares 
Organization expenses of a subsidiary written off 


Balance at end 


1970 1969 
$ 5113341 $ 2658124 
980 465 1 022 569 
6 093 806 3 680 693 
636 100 805 504 
6 729 906 4.486197 
1197 986 633 593 
5 531 920 3 852 604 
1 499 049 725 808 
4032871. 3126796 
651884 671 822 
1 496 346 981 728 
2 148 230 1 653 550 
Cr ae 1.473 246 

506 276 
$ 1378 365 $ 1473246 
$ 0.56 5 0.61 
$13 108 607 $12 630 361 
1 378 365 1 473 246 
14.486 972 14 203 607 
375 000 375 000 
720 000 720 000 
34 865 

1129 865 1095 000 
$13 357 107 $13 108 607 
Note 1 


THE DONOHUE COMPANY LIMITED | 
and its subsidiary Companies 


SOURCE AND APPLICATION OF FUNDS 


year ended December 31, 1970 


SOURCE OF FUNDS 1970 : 1969 

Operations Ee vee 

Net earnings for the year P26 1975 365 

Depreciation 4499049 

Depletion -125:295 

Deferred income taxes 1 496 346 

Reduction of deferred expenses Be eas £8 es a5) 

Earnings allocated to minority shareholders p22 506:2.76 
6015506 


Reduction of investments set aside — 
to cover cost of capital projects 2826960 
to provide for eventual repurchase 2 
of subsidiary bonds 

Grant received under the Area Development EAs oe x 

Incentives Act Ce O24 104 


Capital stock and debentures of a subsidiary . 
purchased by minority interest — 347 200 
10 813 860 


APPLICATION OF FUNDS 


Additions to fixed assets, net of disposals pore 204 508 
Long term debt reduction 204 000 
Dividends 1095000 © 
Dividends paid by subsidiaries to minority eas 
shareholders ete “226393 
7729821 
INCREASE IN WORKING CAPITAL 3.084.039 


WORKING CAPITAL AT BEGINNING ; ae 569576 


Working capital of Charlevoix Paper 
Company Limited, December 31, 1969 


WORKING CAPITAL AT END _$14653615 


THE DONOHUE COMPANY LIMITED 
and its subsidiary Companies 


CONSOLIDATED BALANCE SHEET 
asset 


1970 1969 
CURRENT ASSETS secon 
Cash $ 1727991 
Short term investments and deposits 3 836 646 
Accounts receivable 2 656 330 
Inventories, at cost—Note 2 5 370 544 
Prepaid expenses 1904134 
13 781 642 
INVESTMENT IN SUBSIDIARY 
COMPANY 4060 120 
FIXED ASSETS 
Real estate, mills, machinery and 
equipment, at cost 22 144 228 
Accumulated depreciation 12 323 903 
9 820 325 
Timber limits, less depletion 2 436 465 
Construction in progress 268 838 
12 525 628 
OTHER ASSETS 
Short term investments set aside to 
cover cost of approved capital projects 3 501 960 
Deferred charges 10 175 
3-512: 135 
- $49 283646 == $33. 879 525 
SIGNED ON BEHALF OF THE BOARD Note 1 
A. EMILE BEAUVAIS Di 
AL N. COLE irectors 


a | aga @ : 
liabilities 

CURRENT LIABILITIES 

Bank loan, secured 

Accounts payable and accrued liabilities 
Income taxes payable 


Sinking fund requirements payable within 
one year less specific deposits for this purpose 


LONG TERM DEBT— Note 3 
DEFERRED INCOME TAXES—Note 4 


MINORITY SHAREHOLDERS’ INTEREST 
IN SUBSIDIARY COMPANIES 


SHAREHOLDERS’ EQUITY 


CAPITAL STOCK 

Preferred shares, issuable in series, 

par value $25 each 

Authorized 500 000 shares 

Issued 240 000 — 6%% cumulative, 
redeemable preferred shares 1967 series 


Common shares without par value 
Authorized 3 600 000 shares 

Issued 1 800 O00 shares 
CONTRIBUTED SURPLUS — Note 5 


RETAINED EARNINGS 


NOTES TO FINANCIAL STATEMENTS — 


year ended December 31, 1970 


NOTE 1— CONSOLIDATION AND COMPARISON 


The consolidated financial statements for 1970 include 
the accounts of all subsidiaries as follows: 


Donohue Brothers Sales Corporation, wholly owned, 
Charlevoix Paper Company Limited, 55.4 % owned, and 
Malbaie Paper Company-Ltd, 65% owned. 


The comparative figures for 1969 have not been restated 
and include only the accounts of the parent company 
and its wholly owned subsidiary. 


For Charlevoix Paper Company Limited, year 1970 was 
its first complete year of regular operations. Malbaie Paper 
Company Ltd. acquired and operated since the beginning 
of 1970 one of the paper machines previously owned and 
operated by The Donohue Company Limited. 


NOTE 2 — INVENTORIES 1970 1969 

Finished products, at average 

cost ~oeoeder S 123178 

Pulpwood and expenditures 

on current logging operations, 

at cost 6 564 802 4 440 735 

Operating supplies at cost 1.307 230 806 631 
58274999 $ 5 370544 

Finished products and operat- 

ing supplies of Charlevoix 

Paper Company Limited, 

December 31, 1969 (See 

Note 1) S 


429 371 


10 


NOTE 3— LONG TERM DEBT 
THE DONOHUE 
1970 


COMPANY LIMITED 1969 


4% Sinking fund bonds Series 
C due August 15, 1975 — 
annual sinking fund require- 
ment amounts to $75 000 
until 1974 and $70 000 in 
1975 


5% Sinking fund bonds Series 
D due December 1, 1976 
payable in U.S. funds 
recorded at par — annual 
sinking fund requirement 
amounts. to $85 000 until 
1975 and a balance of 
$255 O00 due in 1976 


765 000 


6% Sinking fund bonds Series 
E due February 15, 1977 
payable in U.S. funds 
recorded at par — annual 
sinking fund requirement 
amounts to $44000_ until 
1976 and a_ balance of 
$178 000 due in 1977 


486 000 


7%% Sinking fund debentures — 
Series A due August 1,1989 ~ 
annual sinking fund re- | 
quirement amounts to @ 
$235 000 from 1973 to 1988 500 00! 
'$ 8992000 s 9196000 


ue 


7 500 000 


Carried forward 


445 000 © 


Brought forward 


CHARLEVOIX PAPER 
COMPANY LIMITED 


6%% First mortgage sinking 

fund bonds Series A due De- | __ 
cember 31 1988,$7 500000 j 
payable in U.S. funds 
recorded at the amount 
realized when proceeds were 
converted to Canadian dollars 
— annual sinking fund re- — 
quirement amounts to 


“$ 8992000 s 


° 


$441 000 from 1972 to 

1987 8053 125 
17.045 125 

Less: Sinking fund require- — ae 

ments due within one year 204 000 
$16 841 125 


Sinking fund requirements payable each year for the next 
five amount to: 


1971 $204 000 1973 $880 000 
1972 645 000 1974 880 000 


NOTE 4— DEFERRED INCOME TAXES 


The earnings reported for the year are charged with the 
income taxes relating to same, and the item ‘Deferred 
Income taxes’ on the balance sheet reflects the differences 
which arise between such taxes and the income taxes 
which are payable as a result of claiming, for tax purposes, 
capital cost allowances in excess of the depreciation 
recorded in the accounts. 


1975 $875 000 


11 


NOTE 5— CONTRIBUTED SURPLUS 
AND GRANT RECEIVABLE 


This item consists of instalments received on a grant under 
the Area Development Incentives Act, after deduction 
of the minority shareholders portion of the amounts received 
by a subsidiary, less amortization on a straight line basis. 
Balance of instalments receivable under said grant amounting 
to approximately $678 000 will be recorded only when 
received. 


NOTE 6 — COMMITMENTS 
AND CONTINGENCIES 


To assist its employees in the acquisition of properties for 
dwellings or for recreational purposes, the company has 
guaranteed mortgage loans for a total amount of $145 807. 


NOTE 7 — CAPITAL COMMITMENTS 


In addition to the amount of investments set aside to 
cover cost of approved capital projects, .an estimated amount 
of $1 650 000 will be required to complete the construction 
in progress. 


NOTE 8— SALES AND COST OF SALES 


Sales and cost of sales figures are not shown on the state- 
ment of consolidated earnings because the production 
of one of the company’s newsprint machines is contracted 
for under a lease agreement, and the disclosure of the amount 
of sales of newsprint produced on the other machines 
would be misleading when compared to total prduction 
and shipments of the entire mill. 


Notes: 


1 — Total mill production, lease 
machine included. 


2 — Based on present outstanding 
share capital of 1,800,000 shares. 


3 — After deducting $0.10 in 1967 
and $0.21 in 1968, 1969 and 1970 
for preferred dividends. 


4 — Includes data of subsidiaries 
— Charlevoix Paper Company 
Limited and Malbaie Paper 
Company Ltd. 


TEN-YEAR REVIEW 


PRODUCTION (000 omitted) 
Newsprint (1) 


EARNINGS (000 omitted) 


Net revenue from sales and newsprint machine rental 


Gain on foreign exchange 


Investment income 
Interest on long-term debt 


Depreciation 


Earnings before income taxes and minority 
shareholders’ interest 


Income taxes 
Minority shareholders’ interest in earnings of subsidiaries 


Net earnings 


Cash flow 
FINANCIAL POSITION (000 omitted) 


Working capital 
Net fixed assets 
Other assets 


Long-term debt 


Deferred income taxes 


Preferred capital stock 


Common shareholders’ equity 


Ratio — current assets to current liabilities 
PER COMMON SHARE (2) 
Net earnings (3) 


Dividend rate 
Cash flow 


Book value 


12 


1968 


118 


2,465 
970 
911 
646 
692 


3,008 
1,593 


1,415 
222 


10,116 
10,207 
9,849 
9,196 

247 
6,000 
14,730 
6.8 :1 


0.58 
0.40 
1.26 
8.18 


1967 


119 


$ 2,900 
980 
464 
342 
767 


3,230 
1,666 


1,569 
2,548 


$ 9,756 
8,310 
11,941 
9,400 
198 
6,000 
14,410 
6.9 :1 


Pea OaL/, 
0.40 
1.41 
8.00 


1966 
260) 


S236) 


1,009 
148 
144 


1965 


1964 


1963 


13 


1962 


1961 
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THE DONOHUE COMPANY LIMITED 


INTERIM REPORT TO 
SHAREHOLDERS 
AS AT 
JUNE 30, 1970 


CONSOLIDATED STATEMENT 
OF EARNINGS 


for the six months ended June 30, 1970 
with comparative figures for 1969 


(subject to year end audit and adjustments) 


1970 1969 
Revenue from sales and 
newsprint machine rental, 
less cost of sales, selling and 
administration expenses..... $2,624,791 $1,399,751 
Gain on foreign change...... 754,802 471,201 
$3,379,593 $1,870,952 
Investment income................ 352,600 393,299 
$3,732,193 $2,264,251 
Interest on long-term debt 616,430 316,949 
$3,115,763 $1,947,302 
Depreciation cet ees 841,500 336,600 
Earnings before income taxes $2,274,263 $1,610,702 
Provision for income taxes.. 1,209,455 855,049 
$1,064,808 $ 755,653 
Minority interest in earn- 
ings of subsidiaries.............. 294,808 — 


INGfiearnings Syaeice nee cet: 


Per share (after preferred 
dividends) 222.) ene 


$ 770,000 


$ 755,653 
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Note: During the first half of 1970, revenues and expenditures 


of our subsidiaries, Charlevoix Paper Company Limited 
and Malbaie Pater Company Ltd., were consolidated. 


Net earnings for the six months ended June 30, 1970, 
amounted to $770,000 as compared to $755,654 for the 
same period last year. 


After providing for the payment of dividends on pre- 
ferred shares, a balance of $582,500 of these carnings is 
applicable to common shares in 1970 and $568,514 in 
1969, or $0.32 per share for each of these two periods. 
Net earnings were lower than anticipated for the period 
under review due to increased manufacturing costs, a 
lesser demand for our product and a decrease in the 
gain on foreign exchange. 

Faced with the uncertainty of existing economic condi- 
tions and the fluctuation of the rate of exchange of 
the Canadian dollar, it is difficult to forecast net earn- 
ings for the second half of the current year. We are 
confident, however, that the consolidated net earnings 
of our Company will remain at about the same level as 
last year. 


It is expected that our new sulphite mill will be com- 
pleted and put into commercial operation around the 
end of the current year. 

The regular quarterly dividend of $0.10 per common 
share has been declared payable on September 1, 1970, 
to shareholders of record on August 17, 1970. 


A. EMILE BEAUVAIS, C.A. 
Chairman of the Board 


Quebec, Que. 
August 10, 1970 
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